ABSTRACT
INTRODUCTION
his report provides measurement of the 2008 economic impacts of the film and video production and distribution industry on the Charlotte regional economy. This regional economy is centered by Charlotte and composed of twelve North Carolina counties and four South Carolina counties. Officially known as the Charlotte USA Region, this 16 county area is one of America's fastest-growing metropolitan regions and supports a well established and expanding film and video production and distribution industry. Four different types of economic impacts generated by the film and video production and distribution industry were estimated based on the 2008 information. These impacts include: (1) output impacts; (2) employment impacts; (3) employee and freelancers compensation impacts; and (4) value added impacts. The report was sponsored by the Charlotte Regional Partnership and conducted by the Belk College of Business, University of North Carolina Charlotte.
Background
The Area: Figure 1 identifies the sixteen counties in the Charlotte Regional Partnership Economic Area. This area is anchored by the city of Charlotte, and Mecklenburg County, and has over 2.5 million people with a land area of just over 8,000 square miles. In this study, these sixteen counties are referred to as the Charlotte Region. The Appendix provides economic and demographic details on each of the sixteen counties.
This region provides a combination of urban and rural, foothills and flatlands, small towns and large city locations. Additionally, the Charlotte Region contains numerous rivers and lakes, including Lake Norman and Lake Wylie. All told there are 1,770 miles of shoreline in the region.
Based on Porter's analysis, an industry cluster is a group of companies that are related through at least one of the following types of relationships:
1.
Buyer-Supplier Relationships 2.
Competitor and Collaborator Relationships 3.
Shared Resources Relationships
In this study, the cluster is made up of all of the firms, freelance individuals, and suppliers actively engaged in the production and distribution of feature films, short films, documentaries, television movies, television content (excluding news and sporting events), videos, and commercials. Table 1 .1 contains average compensation levels for many of the job categories included in the film and video production and distribution industry. This table presents 2008 compensation levels reported for the Charlotte-Gastonia-Concord NC-SC Region by the U.S. Bureau of Labor Statistics. Table 1 .1 shows that in general the employees and freelancers (individuals) that work in the Charlotte USA Region film and video industry are well paid. The table also provides the 2008 average compensation levels for all occupations in North Carolina and South Carolina. Average compensation levels in the Charlotte USA Region for most of the film and video occupations listed are well above both the North Carolina and South Carolina All Occupation compensation levels in 2008. These higher levels of compensation reflect the high levels of technical, creative, and managerial skills of the people who work in the film and video production and distribution industry.
Literature: Previous Studies
There have been a number of studies dealing with the economic impact of the film industry, or the film and video industry, on state economies. Many of these studies were motivated by a desire to justify tax credits aimed at attracting movie and video productions to the state. These studies include: 
STUDY METHODOLOGY
Data Collection: Most industries in the U.S. economy have their own unique industry classification. U.S. industries are currently classified using the North American Industrial Classification System (NAICS). This system replaced the Standard Industrial Classification (SIC) system. These industrial classification systems assign firms a code based on the product or service the firm produces. This allows both the U.S. Bureau of Economic Analysis (BEA), which collects and publishes output and income data, and the U.S. Bureau of Labor Statistics (BLS), which collects and publishes employment and wage data, to compute total output, income, employment, and wages by a common industry code. The objective is for NAICS to provide aggregate industry specific data for homogeneous firm groupings.
However, some industry concepts, such as the film and video production and distribution industry, are not comprised of homogeneous firms within a unique NAICS code. The film and video production and distribution industry is comprised of firms and individuals (freelancers), that are classified in several different NAICS codes, based on the product or service they provide. An additional complication is that not all of the firms within each of these industry codes produce goods or services specifically related to film and video production and distribution industry. As a result, there is no comprehensive secondary film and video production and distribution data source for output, income, employment, or wages. This requires collection of primary data when no secondary data is available for a firm or individual in order to estimate the overall size and impact of the film and video production and distribution industry.
In this study data collection consisted of several different techniques. First, firms located in the Charlotte Region that were known to produce film and video production and distribution goods and services were identified using information provided by The Charlotte Regional Partnership, The Charlotte Regional Film Commission, interviews, and referrals provided by representative industry participants. This list of firms and individuals in the film and video production and distribution industry consists primarily of firms and individuals producing in the following NACIS's classifications:
51211 Motion Picture and Video Production: This industry is comprised of establishments primarily engaged in producing, or producing and distributing motion pictures, videos, television programs, or television commercials.
Postproduction Services and Other Motion Picture and Video Industries:
This industry is comprised of establishments primarily engaged in providing postproduction services and other services to the motion picture industry, including specialized motion picture or video postproduction services, such as editing, film/tape transfers, titling, subtitling, credits, closed captioning, and computer-produced graphics, animation and special effects, as well as developing and processing motion picture film. Finally, despite all the different techniques of collecting primary data, output and employment data for a number of firms and individuals was incomplete. In order to estimate the missing data for these firms and freelancers, averages based on responding firms and individuals were used. Firm estimates were based on firm size classifications of small, medium, and large. For each firm class size and each freelancer, employment and output averages were calculated based on direct survey data, proprietary data, or a combination of both. The averaging technique that produced the most conservative estimate of employment and output was used to estimate the missing data.
Additionally, information on movie production expenditures in the Charlotte Region by movie companies located outside the Charlotte Region was provided by The Charlotte Regional Film Commission. Because of the "lumpy" nature of these expenditures (from year to year there can be large variation in the activities of outside movie companies in the Charlotte Region) the average annual level of this type of expenditure from the past several years was used for the study. This was done to give the feature film component its most representative level of impact on the overall economic impact of the film and video production and distribution industry on the Charlotte Region.
Impact Methodology:
The economic impact of an industry or event is typically measured in terms of total output and/or jobs. To accurately assess the total economic impact, the most important piece of information is direct output or direct employment. The term direct refers to the dollar output or employment level associated with the firm or industry being evaluated. For this film and video production and distribution industry impact study, the term direct is most closely associated with the total annual sales/revenue generated by the different organizations that comprise the film and video production and distribution industry in the Charlotte Region.
Once the estimates of direct output and employment are established, the multiplier concept can then capture the total effect of the economic activity on output, employment, value added, and employee and freelancers' compensation. For instance, a job multiplier of 1.86 would mean that for each direct job in an industry, 0.86 © 2011 The Clute Institute additional jobs are generated in other parts of the economy (the total benefit to the economy being 1.86 jobs). Thus, an event or firm that creates 100 new jobs in a particular industry would, through the multiplier effect, translate into a subsequent employment gain of 86 jobs in other sectors, for a total employment gain of 186 jobs (100 x 1.86).
The basic multiplier methodology used in the film and video production and distribution industry study is provided by the Minnesota IMPLAN Group. IMPLAN is a multiplier methodology originally developed by the United States Forest Service to assist federal agencies in their land and resource management planning. This methodology is now widely used for economic impact studies and is maintained by the Minnesota IMPLAN Group. In addition to the total impacts the IMPLAN multiplier model provides a set of disaggregated multipliers that can be used to estimate the indirect impacts and the induced impacts separately from the total impact at the regional level. The indirect impact is the additional regional economic activity of the supply chain network caused by the economic activity of the direct industry. The induced impact is the additional regional economic activity of all other unrelated firms and households caused by the economic activity of both the direct and indirect industry impacts.
This study encountered a number of complications. Because of the fluid nature of the industry, networks of firms and individuals form for short periods of time, days or weeks in some cases or months for feature films, and then separate and form new networks for subsequent projects. The result is that identifying what is a direct impact versus an indirect impact can be hard, and this is especially difficult for feature films being produced by outside the region movie companies. In this study, and based on the input of outside the region movie producers who have experience making movies in the Charlotte area, only 50 percent of outside feature movie budgets were treated as direct impacts for the Charlotte Region. The remainder of these budgets reflects expenses and salaries for firms and individuals, including actors and actresses, whose location or primary residences are located outside the Charlotte Region.
Using the IMPLAN regional model and multipliers the economic impacts of the film and video production and distribution industry were estimated for the Charlotte Region. These results are presented in the following section.
REGIONAL IMPACTS
For the Charlotte Region four different types of economic impacts generated by the film and video production and distribution industry were estimated based on 2008 activity levels. These impacts include: (1) output impacts; (2) employment impacts; (3) employee and freelancers compensation impacts; and (4) value added impacts. Each of these four impacts was estimated separately for the Non-Feature Film and Video sector (tabled as the Film and Video Impact) and for the Feature Film sector. The combined impacts of these two sectors are presented as the 2008 Total Impact for the Charlotte Region (all dollar denominated impacts are in 2008 dollars).
Output Impacts: Table 3 .1 contains the estimated annual output impact on the Charlotte Regional economy of the film and video production and distribution industry. In the Charlotte Region the total direct spending by all the film and video production and distribution related firms and individuals in 2008 was $271,407,845. Of these direct expenditures in the Charlotte Region, 249.6 million dollars originated with the Film and Video sector and 21.7 million dollars originated with the Feature Films/Independent Films/TV Movies sector. These direct impacts resulted in supply chain activity that produced $143,613,146 of total indirect output impacts. The direct and indirect output expenditures further resulted in another $53,497,962 of induced output impacts. Table 3 .1 shows the total output impact of the film and video production and distribution industry on the Charlotte Region economy in 2008 was $468,518,967 which is the sum of the direct, indirect, and induced output impacts. This large economic impact is an indication of how important the film and video production and distribution industry is to the economic performance of the Charlotte Region economy. Table 3 .2 shows how this output impact was distributed among the Charlotte Region's industry sectors and is arranged in descending order of supply chain industry output impact identified as the indirect impact. Not surprisingly the largest indirect impact is on the motion picture and video industry itself. The extensive networking and collaboration common to this industry is reflected in the 59 million dollar supply chain impact of the identified direct expenditures of 271 million dollars. Table 3 .2 further shows the supplier chain impacts on radio and television broadcasting follow with over 9 million dollars of indirect impact, and identify the 22 additional industry sectors with supply chain linkages (indirect impacts) that exceed one million dollars.
Employment Impacts: In addition to the output impacts, there are employment impacts for the film and video production and distribution industry in the Charlotte Region. Table 3 Table 3 .4 shows how this employment impact was distributed among the Charlotte Region's industry sectors and is arranged in descending order of supplier chain industry employment impact identified as the Indirect impact. Again, the largest indirect impact is on the motion picture and video industry itself. The extensive networking and collaboration common to this industry is reflected in the 307 full-time indirect equivalent jobs created in the supplier chain resulting from the direct economic activity that created the 1,398 direct full-time equivalent jobs. Table 3 .4 further shows the supplier chain impacts on the real estate sector follow with 40 full-time equivalent jobs of indirect impact, and identify the 23 additional industry sectors with supply chain linkages (indirect impacts) that exceed 5 or more full time equivalent jobs in the Charlotte Region. Sectors with supply chain linkages (indirect impacts) that exceed 5 or more full time equivalent jobs in the Charlotte Region. © 2011 The Clute Institute Compensation Impacts: In addition to the output and employment impacts, estimates of employee and freelancers compensation impacts for the Charlotte Region were made and these impacts were reported in Table 3 .5. Compensation consists of all wage and income benefits and non-wage benefits. Table 3 .5 shows that $66,654,087 of employee and freelancers' compensation in 2008 resulted from total direct activity related to the film and video production and distribution industry in the Charlotte region. This table shows that the average compensation per employee for the direct film and video production and distribution jobs was $47,678 per year in 2008. In addition to the direct compensation impact the Charlotte Region film and video production and distribution industry generated additional indirect (supply chain) compensation impacts in 2008 of $34,661,191 and induced compensation impacts of $16,483,958. Overall, the film and video production and distribution industry activity in the Charlotte Region increased 2008 total employee compensation by $117,799,236 with an overall average compensation of $48,032 per worker. This report does not contain occupational compensation estimates for the film and video industry occupations identified earlier. The information contained in Table 1 .1 for the 2008 average compensation by occupational category within the film and video industry does provide measurement of the differences in compensation by category for 2008.
Value Added Impacts. The output impacts reported earlier estimate the total spending in the Charlotte Region generated by the film and video production and distribution industry measured by the final selling prices of goods and services. Value added impacts measure the value of regional inputs included in the final selling price of a good © 2011 The Clute Institute or service. These value added impacts would be interpreted as the impact of the Charlotte region film and video production and distribution industry on Gross State Product (GSP) divided between North and South Carolina. GSP is a state measure analogous to Gross Domestic Product (GDP) for the national economy. Table 3 .6 presents the estimated value added impacts by film and video production and distribution sector for the region. Overall, the film and video production and distribution industry in 2008 was estimated to have a direct value added impact of $84,799,041 and a total value added impact on the Charlotte Region economy of $170,742,979. This total value added impact includes $53,853,727 in indirect (supply chain) impact and $32,085,211 of induced impact. Based on the activity and contribution of the film and video production and distribution industry in the Charlotte Region, the combined state levels of GSP in North and South Carolina was increased by over 170 million dollars in 2008. The size of this impact suggests how important the film and video production and distribution industry is to the Charlotte Region and the two state economies.
SUMMARY AND CONCLUSIONS
This report provides measurement of the 2008 economic impacts of the film and video production and distribution industry on the Charlotte regional economy. This regional economy is anchored by Charlotte, and is composed of twelve North Carolina counties and four South Carolina counties. The economic impacts include: (1) output impacts; (2) employment impacts; (3) employee and freelancers compensation impacts; and (4) value added impacts.
Using an IMPLAN model for the sixteen counties that make-up the regional economy the 2008 economic impacts of the film and video production and distribution industry were measured for the Charlotte Region. Table  4 .1 provides a summary of the 2008 impacts for each of the four impacts identified above. The results are disaggregated to identify the direct economic impact of the film and video production and distribution industry, the indirect (supply chain) impact of the industry, and the induced (re-spending) impact of the industry. The total impact of the industry is then the sum of direct, indirect, and induced impacts. Table 4 .1 shows that in 2008 the direct impact of the film and video production and distribution industry on the Charlotte Region was to: (1) increase output by over 271 million dollars, (2) support 1,398 full-time equivalent jobs, (3) increase employee and freelancer compensation by over 66 million dollars with average compensation of $47,678 per job, and (4) to increase the value added produced in the region by over 84 million dollars. Adding the indirect and induced impacts to these direct impacts the economic impacts of the film and video production and distribution industry on the Charlotte Region economy in 2008 were estimated to: (1) increase output by over 468 million dollars, (2) support 2,453 full-time equivalent jobs, (3) increase employee and freelancer
